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CSLT502, Trimester 2 2015 
QUESTION 1: ENTERPRISE ANALYSIS 
(12 marks, suggested time 12 minutes) 


Jack Farmer owns and manages “Southern Plains”, a 2,000ha sheep, cattle and cropping property. 
A neighbour of Jacks, who is one of your existing clients, has convinced Jack that he should use your 
services. Jack has decided that engaging you would be a good idea. Jack is now a new client of yours. 


Using the information below calculate the total income, relative costs and gross margins of growing 
peas and wheat for Southern Plains. 


Area (hectares) 225 225 
Crop Wheat Peas 
Crop price ($/tonne) $260 $305 
Chemical Costs $6,525 $8,550 
Fertiliser Costs $17,550 $11,025 
Machinery Costs $22,950 $22,950 
Other Costs $3,150 $2,700 
Total Tonnes 375 205 


Total Income 


Cost Per hectare 


Cost per Tonne 


Costs % Income 


Gross Margin $/ha 


a) Which crop is most profitable to grow under this scenario? (1 mark) 

b) Which crop has the higher risk associated with it? Why? (2 marks) 

c) Analysing the financial performance, should Southern Plains sow the whole farm to the highest 
returning enterprise. Support you answer. (5 Marks) 


Southern Plains has been struggling to return consistent profits of late, and Jack feels that the business 
is lacking in scale. 


d) List 4 options that Jack could consider to increase business scale. For each option, state how it 
will affect (4) business risk and (11) management level required? (for each simply answer by 
noting increase, same or decrease). (4 marks) 
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QUESTION 2: FARM PLAN—RESOURCES 
(12 marks, suggested time 12 minutes) 


Makeham and Malcolm in “The Farming Game Now” describe how a farm must be analysed before it 
is planned. 


a) Describe 6 key factors to be considered prior to a prospective purchase. (6 marks) 


b) Describe how one of these factors can be monitored overtime to increase information available to a 
prospective purchaser. (2 marks) 


c) You have asked your client to prepare a farm map and bring other relevant information. List what 
should be shown on the map and very briefly describe why you will want to see that information. (4 
marks) 


QUESTION 3: FARM RESOURCE ALLOCATION 


(12 marks, suggested time 12 minutes) 


Jack from Southern Plains has recently inherited $100,000 from a deceased relative. He is trying to 
determine where to invest the money. His options, with their respective return on capital are listed 


below. 
Expected Return on Capital 
Investment Option (based on historical 
performance) 
Shares 12% 
Term deposit in bank 5% 
On-farm project 3% 


a) Why has ROC been used as an investment measure and how is it calculated? (2 marks) 
b) Which investment option/s would you choose and why? (2 mark) 


c) List the risks associated with the investment option you have chosen and how it can be managed. (2 
marks) 


d) In determining the return on capital above, Jack used a payback period of 7 years. Describe what is 
involved in determining returns on capital investment over time. (6 marks) 
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QUESTION 4: BENCHMARKING THE FARM BUSINESS 
(12 marks, suggested time 12 minutes) 


The following benchmarks have been prepared from financial records, both for the current situation 
on Jack’s farm and a future scenario if debt were to double and income remained the same. 


Ss 
aw, ~~ 8 
: 5 x 
& & 
4 fo. 
5 5 = 3 
aa] mes 
EBITDA $152,900 $152,900 
Return on Owned Capital | 4.2% 2.6% 
Return on Equity 5.2% 4% 
Equity 80.8% 61.7% 
Debt to income ratio 1.04 2.09 
ti t 
Operating #608 S as 59.1% 59.1% 
percentage of income 
Fi t 
inance eo S as 8 6% 17.1% 
percentage of income 
Liquidity 2.38 1.18 
Profit (before tax) $85,900 $50,900 
Net Worth $1,650,000 $1,260,000 


Based on these benchmarks: 
a) Provide an overview of your observations about the position of business currently. (6 marks) 
b) Ifdebt were to double and income remained the same, how would this change your 
observations about the business? (2 marks) 
c) What could the business do to improve its performance if debt were to double? (2 marks) 
d) Write a brief explanation of a non-financial benchmark that you will discuss with your client. 
(2 marks) 
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QUESTION 5: STRATEGIC RESOURCE ALLOCATION 
(12 marks, suggested time 12 minutes) 


Jack from Southern Plains is considering relocating to either Mulganipnip to grow wheat, or to 
Caltamundara to continue with wool based sheep. The following data has been supplied. 


Mulganipnip Caltamundara 
Average Rainfall (mm) 500 350 
Land Value ($/ha) $4500 $1000 
Expected Gross Margin ($/ha) $450 $120 


a) Calculate the gross margin return as a percentage of land value for Mulganipnip and Caltamundara. 
(1 mark) 


b) List risks that are associated with the both options. (2 marks) 


c) Based on the expected return on land value and risk options, which of the 2 options do you consider 
the most appropriate move for Southern Plains and why? (2 marks) 


d) Assume that the gross margins supplied represent EBITDA. With a capititalisation rate wanted at 
11%, what is the productive value of both sites and should this influence his choice between sites or 
purchase price offered? (3 marks) 

e) Describe other options available to Jack to expand his business without moving to either of these 
sites? (4 marks) 


QUESTION 6: INTRODUCTION TO SUCCESSION PLANNING 
(12 marks, suggested time 12 minutes) 


a) Why is it important to understand the implications of different business structures when 
undertaking succession planning? (2 marks) 


b) What are the advantages/disadvantages for a family farming business to trade as a Company as 
opposed to a Trust? (2 marks) 


b) What are the advantages/disadvantages for a family farming business to trade as a Partnership as 
opposed to a Company? (2 marks) 


c) List challenges that a patriarchal view of succession presents and strategies/practices that can be 
implemented to achieve succession plans that may better suit family expectations. (6 marks) 
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QUESTION 7: COMMUNICATION 
(12 marks, suggested time 12 minutes) 


a) How does understanding your Myer Briggs Personality Type and recognition of it in others help 
influence communication? (4 marks) 


b) List the attributes of an active listener and how these attributes can be improved. (4 marks) 


c) How can active listening be used as a basic conflict resolution skill? (4 marks) 


QUESTION 8: FACILITATION 
(12 marks, suggested time 12 minutes) 


a) Name and describe the 4 common stages in team and group development. (6 marks) 

b) Describe the function of an icebreaker and present an example of an icebreaker. (2 marks) 

c) Describe what the letters ORID stand for and how this technique is useful in facilitation processes. 
(4 marks) 


QUESTION 9: PERSUASION SKILLS 

(12 marks, suggested time 12 minutes) 
a) Barriers often exist to farmer adoption of technology and innovation. Describe the categories that 
these barriers fall into, and how they can be removed. (6 marks) 


b) List the six persuasion channels that people respond too. (3 marks) 
c) Explain the importance of consultation in the role of extension and adoption. (3 marks) 


QUESTION 10: NEGOTIATION 
(12 marks, suggested time 12 minutes) 


a) Core elements of negotiation are interdependence and mutual adjustment. Explain how these are 
part of negotiations. (4 marks) 


b) Describe two main approach types to negotiation and outline which is generally preferred and why. 
(2 marks) 

c) Three core concepts occur within a negotiation. List these concepts and briefly describe how they 
affect negotiation outcomes. (6 marks) 


END OF QUESTIONS 


Please remember - This examination question paper MUST BE HANDED IN. Failure to do so may 
result in the cancellation of all marks for this examination. 


Writing your name and number on the front will help us confirm that your paper has been returned. 


